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2011: A New Model

In 2011, the state of Tennessee
pursued a new model for economic
development.

A Focused Strategy

ECD’s top-to-bottom review yielded a tar-
geted approach using Tennessee’s inherent
competitive advantages.

Transforming A Department

The Jobs4TN plan called for a drastic
reorganization of ECD, demanding the
department do more with less.

Tennessee Starts Up

ECD made great strides in 2011 with Governor
Haslam’s new Innovation strategy, increasing
support for entrepreneurs, start-up companies,
investors and the state’s economic ecosystem.

Rural Resolve

The state’s economic development
efforts take on a new shape, collaborat-
ing with communities to find solutions

Our Global Reach

A new export program funded by
federal dollars will take Tennessee
manufacturers to Asia.

Historic Results
After a year of change, ECD hits a
new high in the new economy.

Gov. Bill Haslam charted a new course for
economic development in Tennessee with his
Jobs4TN plan.
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In 2011, the State of Tennessee transformed
A the model for economic development.

| \| ew The result was one of the most productive

years in the state’s history for the Tennes-

M O del see Department of Economic & Community

Development (ECD).

Governor Bill Haslam took office in January
2011 after winning the election with the wid-
est margin of any non-incumbent governor
in Tennessee history. Governor Haslam’s
campaign platform was centered on job cre-
ation and transforming state government.

Immediately, Governor Haslam challenged
the department to undertake an intensive
top-to-bottom review that led to the
Jobs4TN plan unveiled in April 2011.

Jobs4TN refocused Tennessee’s economic
development efforts, adjusting them to the
new reality of a global economy still strug-
gling to come out of recession. The Jobs4TN
plan was transformative, changing the way
Tennessee does business when it comes to
economic development.

The plan called for ECD to focus on Tennes-
see’s inherent strengths, identifying six tar-

get clusters of business and industry where

the state has a strategic advantage.

Jobs4TN also tasked ECD with renewing its
efforts to help existing Tennessee businesses
grow and expand in addition to recruiting
new companies to the state from across the
world.

This resulted in a reorganization of the
department that decentralized our recruit-
ment team into nine distinct regions, closely
partnering with local economic develop-

ment professionals at the local level. We also
strengthened our central recruiting project
team focused on out-of-state and out-of-
country prospects that we manage from the
capital and through our four overseas ECD
offices.

The results of the Jobs4TN strategy are
tangible. In 2011, job creation in Tennessee
hit its highest mark of the last five years and
since the onset of the global recession. ECD
projects and private sector growth tracked
by the department accounted for 28,535 jobs
created in Tennessee in 2011 and more than
$4 billion in investment.

Jobs Created In 2011
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Federal statistics show Tennessee’s busi-
ness-climate was right for growth in 2011.
State unemployment figures by the end of
the year hit the lowest mark since 2008.

All of this was accomplished with a leaner
department that now focuses more re-
sources than ever before on company
recruitment, native industry expansions
and entrepreneurism.
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Focused
Strategy
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Governor Haslam asked all departments to
undertake a top-to-bottom review of their
operations, searching for solutions to make
state government more efficient. However,
ECD’s review necessarily was undertaken in a
compressed time frame given the state of the
still struggling economy in the first quarter of
2011.

ECD Commissioner Bill Hagerty’s team, led by
Chief of Staff Brad Smith, conducted a 45-day
review of department operations. Despite the
tight time line, the review was extremely deep.
During that time, ECD staff and a team of 16
pro bono advisors met with:

e 297roundtable participants;

e 62 stakeholders;

e interviewed a dozen national experts;
e and analyzed 878 ECD investments.

The result was the embodiment of Governor
Haslam’s vision from the campaign,
Jobs4TN - a new mission, a prioritization of
ECD resources and a renewed
commitment to Tennessee’s exist-
ing businesses and entrepreneurs.

297

Roundtable
participants

Governor Haslam established a
new goal for the state through
ECD’s process, that Tennessee
will become the number one state
in the Southeast for high-quality

iobs.
JObs 878

ECD Investments

Four key strategies were then em-
ployed to reach that goal.

#1 Prioritizing key clusters and exist-
ing businesses.

ECD used the clustering methodology of lead-
ing economist Michael E. Porter, Ph.D., head
of Harvard University’s Institute for Strategy
and Competitiveness and a Bishop William
Lawrence University Professor, to determine
attractive economic sectors around which the
department would now focus its business de-
velopment efforts. The six key clusters identi-
fied include sectors of business and industry
where Tennessee already holds a competitive
advantage.

¢ Automotive

¢ Chemical products and plastics

e Transportation, logistics & distribu-
tion services

¢ Business services

e Health care

¢ Advanced manufacturing & energy
technologies

Three other areas of strength were identi-

fied, each served by separate departments but
closely linked to ECD. Tennessee’s depart-
ments of Agriculture and Tourist Development
will work closely with ECD, particularly in

the area of rural economic development. The
third, music, was managed separately under
the Tennessee Film, Entertainment and Music
Commission, which has now been merged
directly into ECD for added emphasis on the
economic development potential of this sector.

62

Interviews with
stakeholders 42
Interviews with
ECD staff

45 DAYS

February 2011 - April 2011

12

Interviews with
'I 6 national experts

Pro bono
consultants &
advisors
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ECD research also found that a vast majority of new jobs
in Tennessee are created by existing businesses. While
company relocations are significant economic develop-
ment events, they only account for a small portion of all

jobs created in the state. Existing business expansions and

entrepreneurs starting businesses in the state drive the
overwhelming number of all jobs created in Tennessee.

The department then renewed its commitment and
outreach strategy for existing businesses, with Governor
Haslam and Commissioner Hagerty meeting personally
with more than 100 of the state’s top employers during
2011.

#2 Establishing regional “Jobs Base Camps.”

To better serve these new goals, the strategic decision was
made to decentralize ECD, spreading out manpower and
resources to nine new field staff regions.

Each region is now led by an executive level Regional
Director who serves as a single point of contact for all jobs
and business-related issues in the region. Each Director

is supported both by a local field staff and by the Depart-
ment’s headquarters staff at the Capitol.

Each jobs base camp has focused on six activities:

¢ Business recruitment

* Business expansion

o Innovation, specifically supporting an entre-
preneurial incubator

Workforce development

» Aligning and identifying grant resources

o Executing specific tasks outlined in each re-
gional strategic plan

#3 Investing in innovation.

Governor Haslam announced in May a $50 million initia-
tive designed to support innovation across the state that
would run through the Department.

The goal of the program, called INCITE for its focus on
innovation, commercialization, investment, technology
and entrepreneurship, is to raise Tennessee’s profile in
innovation-based economic development and catalyze
growth in the creation of knowledge-based jobs. INCITE
also serves to create an environment that is supportive of
entrepreneurial job creation.

Gov. Haslam announced details of his

$50 million INCITE initiative to raise the
state’s profile in innovation-based eco-
nomic development and drive the growth of

The INCITE initiative focuses on four areas:

e Innovation Coordination — ECD worked through
each of the nine regions to develop a strategic plan for
economic development. Each contains a strategy to
support entrepreneurial innovation using the region’s
unique assets.

o Commercialization — ECD is working with major
research institutions in the state on a series of ini-
tiatives designed to accelerate the migration of new
products and technologies from the research lab to the
marketplace.

e Entrepreneurship — ECD is funding business in-
cubators in each of the state’s nine economic develop-
ment regions. Each incubator is funded through both
state and local sponsorship. Mentors, professional
support networks, business plan advice and office
space will be available for a wide variety of entrepre-
neurs who qualify. Startup Tennessee, an affiliate
of Startup America, has partnered with ECD to help
establish and build their network of accelerators in
Tennessee.

e Co-Investment Fund — ECD is implementing
through the Tennessee Technology Development Cor-
poration (TTDC), a $30 million fund for early stage,
seed and mezzanine capital investments. Commission-
er Hagerty is the chair of the TTDC Board of Directors.

#4 Reducing business regulation.

Governor Haslam and Commissioner Hagerty committed
an ECD working group led by Assistant Commissioner
Paul Fassbender, to produce recommendations on how to
reduce regulations on business.

The group identified
existing federal and state
regulations that negatively
impact business in the
state and alternate lan-
guage provided a frame-
work for evaluation so that
redundant, ineffective and
overly burdensome regula-
tions could be modified
and removed.

knowledge-based jobs.
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The Jobs4TN plan called for a drastic re- ever before, recruiting new companies to
organization of ECD, which Commissioner the state and courting the expansions of
Hagerty and his senior team pursued vigor-  existing industry. After installing the jobs

ously. base camps staffs, the overall reorganization

saw the business development team grow
These moves required dynamic and some- by more than 70 percent with a focus on
times tough decisions that ultimately proved assisting the private sector to create jobs in
beneficial to the department’s new charge. the state.

Every position and function was reviewed
for fit and effectiveness in the new economy.
The final result was a significant realign-

TI'aDSfOI'ming ment of departmental resources accompa- ECD Staff

nied by a reduction in overall staff size by

A more than 40 percent. 210

D e artm ent To achieve maximum effectiveness, ECD de- 158
p centralized the management of the depart-

ment into nine regions. A regional director 105
leads each region, some from within ECD’s

ranks; some from the larger economic 53

development community while others came
from the halls of Tennessee’s largest compa-
nies. 2010 2011

These are executive level leaders, able to
work principal-to-principal with business
leaders to accomplish ECD’s mission every
day as they lead local teams in the depart-
ment’s recruitment efforts.

Through a reorganization of the depart-
ment’s business development team, ECD
also put more “boots on the ground” than

Governor Haslam addressed the new jobs base
camp regional staff at a quarterly training
meeting in Nashville this summer.
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agional Dire

Blake Swaggart

Blake.Swaggart@in.gov
731-437-9443

ONORTHWEST TENNESSEE
Benton, Carroll, Crockett, Dyer,
Gibson, Henry, Lake, Obion
and Weakley

OBION WEAKLEY

HENRY

S CARROLL

BENTON

CROCKETT
LAUDERDALE

HENDERSON

HAYWOOD  MADISON
DECATUR

CHESTER

SHELBY FAYETTE
HARDEMAN HERDIN

MCNAIRY

Ted Townsend

Ted.Townsend@in.gov

901-299-2529 731- 423-5664

© GREATER MEMPHIS
Fayette, Lauderdale,

Tipton and Shelby
McNairy

Reggie Mudd
Reggie.Mudd@tn.gov
615-957-2695

© NORTHERN MIDDLE TENNESSEE
Cheatham, Davidson, Dickson,
Houston, Humphreys, Montgomen

Robertson, Rutherford, Stewart, Sumner,
Trousdale, Williamson and Wilson

ROBERTSON

STEWART = MONTGOMERY

HOUSTON

HUMPHREYS

WAYNE

Tracey Exxum

Tracey.Exxum@in.gov

© SOUTHWEST TENNESSEE

Chester, Decatur, Hardeman, Hardin,
Haywood, Henderson, Madison and

CHEATHAM

DAVIDSON
DICKSON

WILLIAMSON
HICKMAN

Rebecca Smith
Rebecca.Smith@mn.gov
931-252-8088

© UPPER CUMBERLAND
Cannon, Clay, Cumberland, DeKalb,
Fentress, Jackson, Macon, Overton,
Pickeft, Putnam, Smith, Vian Buren,
Warren and White

PICKETT
SUMNER MACON

TROUSDALE
JACKSON  OVERTON

SMITH

WILSON PUTNAM

DEKALB

FENTRESS

Iliff McMahan

Iliff. M\cMahan@tn.gov
423-290-1520

© NORTHEAST TENNESSEE
Carter, Greene, Hancock, Hawkins,
Johnson, Sullivan, Unicoi, Washington

Kirk Huddleston
Kirk.Huddleston@tn.gov
865-777-4651

© EAST TENNESSEE
) Anderson, Blount, C lof

HANCOCK
CLAIBORNE

SULLIVAN

HAWKINS
CAMPBELL

s WASHINGTON

UNION GRAINGER CARTER

HAMBLEN GREENE

MORGAN ANDERSON

KNOX JEFFERSON

CUMBERLAND

CANNON

RUTHERFORD

BEDFORD

MARSHALL

LAWRENCE

LINCOLN

Jamie Stitt

Jamie.Stitt@n.gov
931-637-8133

© SOUTHERN MIDDLE TENNESSEE
Bedford, Coffee, Frankiin, Giles,

Hickman, Lawrence, Lewis, Lincoln,

Marshall, Maury, Moore, Perry and

WARREN VAN BUREN

BLEDSOE
COFFEE

GRUNDY
SEQUATCHIE

HAMILTON

FRANKLIN ~ MARION

Marion, McMinn,

Wayne

atsy Hazlewood
Patsy.Hazlewood@tn.gov
423-305-5423

© SOUTHEAST TENNESSEE
Bledsoe, Bradley, Grundy, Hamilton,

Sequatchi

ROANE
LOUDON

SEVIER

BLOUNT
RHEA

MONROE

MEIGS  McMINN

BRADLELY
POLK

DEPARTMENT OF
ECONOMIC & COMMUNITY DEVELOPMENT

312 ROSA L. PARKS AVENUE e ELEVENTH FLOOR
NASHVILLE e TENNESSEE e 37243
TOLL-FREE: 877.768.6374

Meigs, Polk, Rhea and WWW.TN.GOV/ECD




Tennessee

Starts Up

(Top) Governor Bill Haslam, Speaker Beth
Harwell, Rep. Jimmy Matlock and Senator Randy
McNally hold a small business listening session.
(Right) Commissioner Hagerty with Scott Case of
Startup America.

Governor Haslam’s background in entrepre-
neurial businesses has set the tone for the
department to focus on creating the best en-
vironment in the nation for entrepreneurism.

ECD made great strides in 2011 increasing
support for entrepreneurs, investors and the
state’s venture capital community.

As part of Governor Haslam’s INCITE pro-
gram, the department leveraged $30 million
in U.S. Treasury funds from the State Small
Business Credit Initiative to create the
INCITE Co-Investment Fund.

The fund will provide early and seed stage
capital to qualified investors across the state.
The fund will be administered by the Tennes-
see Technology Development Corporation.

ECD is also funding a $10 million grant
system to support the placement of business
accelerators in each of the nine regions. The
incubator program will provide mentoring
and other services to start-up companies and
entrepreneurs. The program requires accel-
erators to find local support in the form of
matching funds for the ECD grant.

Finally, ECD partnered with the Entrepre-
neur Center in Nashville to make Tennessee
only the second state in the nation to have its
own local version of Startup America Part-
nership. Startup Tennessee brings together
entrepreneurs, mentors, advisors, funders,
major corporations, service providers and

government organizations to start and scale
companies in the state.

Regional Entrepreneurial Accelerators

¢ Northeast Region: East Tennessee
State University, Bureau of Business and
Economic Research

+ East Region: University of Tennessee,
Anderson Center for Entrepreneurship
and Innovation

¢ Southeast Region: The Company Lab

¢ Upper Cumberland Region: Roane
State Community College

¢ Northern Middle Region: Nashville
Entrepreneur Center

¢ Southern Middle Region: Southern
Middle Tennessee Entrepreneur Centers,
Inc./South Central Tennessee Workforce
Alliance

¢ Southwest Region: Jackson State
Community College

¢ Northwest Region: Northwest Ten-
nessee Development District

¢ Greater Memphis Region: Memphis
Bioworks
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Rural
Resolve
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Commissioner Hagerty visited the Port of Cates
Landing that is currently under development in

Tiptonville, Tenn. on the banks of the Mississippi

River.

In 2011, ECD’s reach was felt statewide.
Governor Haslam, Commissioner Hagerty
and department staff met with more than
2,000 businesses and over 700 economic
development stakeholders across the state
in 2011.

The department’s commitment is to the
entire state, but with a renewed focus on
helping the private sector create jobs in
rural Tennessee. To accomplish that goal,
Commissioner Hagerty named department
veteran Dan Hawk director of rural devel-
opment.

ECD also began the implementation of a
rural strategy, designed to help local com-
munities become more competitive in a
challenging economic development cli-
mate.

The department began the launch of a new
statewide site certification program to help
communities ensure they are developing
and maintaining sites that can successfully
attract manufacturers and capital invest-
ment.

Tennessee communities for years have
invested tax dollars in a proactive effort to
build and maintain an impressive inven-
tory of industrial park space. The program
will help governments and industrial
development boards ensure sites are ready

for current industrial development and are
marketed on the broadest basis.

Keeping local economic development
professionals current on best practices in
company recruitment has also been identi-
fied as a need in certain rural areas of the
state. ECD partnered with the Tennessee
Valley Authority to provide regional train-
ing sessions for economic development
professionals to help them navigate today’s
highly competitive economic development
marketplace.

Finally, ECD has identified a growing op-
portunity for rural communities to engage
in the global economy.

There is a great need for business service
centers throughout this country, servicing
the needs of companies and customers.
ECD began in 2011 embarking on a public-
private partnership to develop a Digital
Factory pilot for the state. The aim is to
train employees to work in these jobs and
pair communities with companies needing
business service centers.

These initiatives were announced at the
Governor’s Conference on Economic De-
velopment in October 2011 — a conference
with a record attendance and a significant
presence from the state’s rural communi-
ties.
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Our
Urban
Challenge

Our
Global
Outreach

Tennessee’s larger cities enjoy better than
average employment levels and prosper-
ity. However, we have challenges within
some of our urban areas that will require a
similar focus from ECD to that in our more
rural environments. Our department is
working daily with state legislators, urban

At the same time, ECD is taking the good
news about Tennessee’s business-friendly
climate around the globe.

During 2011, Commissioner Hagerty and

staff visited companies in the following
countries:

Austria Ireland
Canada Japan
‘e,
N
Germany Korea

Senior staff also called our four overseas
offices Canada, China, Europe (Germany)
and Japan.

In December 2011, Governor Haslam and
Commissioner Hagerty along with officials
from the U.S. Small Business Administra-
tion, United States Commercial Service

Consul General Sato with Governor Haslam at the 2011
Governor’s Conference on Economic Development

economic development stakeholders and
local leaders to ensure that our Economic
Development tools are responsive and ef-
fective in building opportunities for growth
in these central areas.

and Tennessee Small Business Develop-
ment Centers announced a new state
initiative to boost Tennessee exports.

The program, TNTrade, is designed to help
small and medium-sized businesses grow
their export activity, and consists of two
primary components: the Market Access
Program (MAP) and a 2012 trade mis-
sion to China and South Korea focused on
medical device manufacturers.

Finally, Governor Haslam is the host gov-
ernor for the Southeast U.S.-Japan annual
meeting to be held in Tokyo this fall. The
governor will lead the Tennessee delega-
tion of business and economic develop-
ment officials attending the conference and
hold an additional trade mission while in
Asia.
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Historic
Results
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Governor Haslam and Amazon officials
announced in December 2011 the company
would open new fulfillment centers in Ten-
nessee, bringing 1,600 jobs and $139- million
in capital investment.

As a result of this year of transformation,
ECD reached a peak it had not achieved
since before the onset the global reces-
sion. Over 2011, ECD projects and other
job growth in Tennessee’s healthy business
climate resulted in 28,535 new jobs created
in the state.

By focusing on strategic sectors and leverag-
ing Tennessee’s strategic advantages for
these companies, ECD was able to signifi-
cantly lower the average costs of incentives
per job attained compared to the previous
decade. In 2011 the average incentive cost
per job was reduced by 50 percent com-
pared to the average for 2002-2010.

ECD projects also assisted the private sector
in bringing new companies, expansions,
major capital investment and jobs all across
the state — to major metropolitan areas and
rural communities alike.

The Tennessee Department of Economic
& Community Development underwent a
transformative year in 2011. The depart-
ment reshaped the way it does business
and set new priorities consistent with the
dynamics of today’s global economy.

This transformation enhanced the state’s
business-friendly climate and set Tennes-
see on a course to allow local companies
to grow and new companies to come to
the Volunteer State and call it home, a
place that will realize Governor Haslam’s
goal of making Tennessee the number one
state for high quality jobs in the south-
east.

ECD Cost Per Job

$6,000.00
$4,500.00

$3,000.00

$2,640 $1,500.00

2002-2010 $0

2011
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